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TABLE I. 
SUDAN: KEY ECONOMIC INDICATORS 


Official exchange rate 
(exports/public sector imports) 
Commercial exchange rate 
(remittances/private sector imports) 
Per capita GDP 

Population 


Fiscal year 


National Income (1) 

GDP (millions of U.S. dollars) 

GDP (millions of Sudanese pounds 
at cvrrent prices) 

GDP (millions of Sudanese pounds 
at constant 1981/2 prices) 


Agricultural Production 
Cotton (000 bales) 
Sugar cane (000 MT) 
Sorghum (000 MT) 
Groundnuts (000 MT) 
Sesame (000 MT) 

Gum arabic (000 MT) 


Trade and Balance of Payments 
(millions of U.S. Dollars) 
Exports (f.0.b.) 
To U.S. 
Imports (c.i.f.) 
From U.S. 
Services (net) 
Private transfers 
Current balance 


Central Government Operations (2) 
(percent of GDP) 

Expenditures 

Revenues 

Deficit 


Money Supply Growth and Inflation 
(percent change over previous period) 


Money and quasi-money 
Domestic credit 
Consumer price index 


$1.00 = LS2.50 
$1.00 = LS4.00 


$380 (1984) 

21 million (mid-1984), 
rate 3.1 percent 
1982/3-4: July 1 - 
Islamic lunar year 


annual growth 


June 30; 1984/5: 


1982/3 
6212 


1983/4 
6357 


1984/5 
5146 
7793 


10093 13909 


5785 5730 5329 


1060 
4110 
1919 


1167 
4670 
1829 
497 413 386 
163 206 133 

29 41 16 


1074 
4869 
1110 


37 22 47 
39 18 42 
30 24 74 


Notes: (1) All figures are for the period July 1 - June 30 unless otherwise 


stated. 


(2) 1984/5 figures on government operations are for the October 1 - 


September 30 period; this was preceded by a transitional period of almost 
three months between the end of fiscal year 1983/4 and the beginning of 


fiscal year 1984/5. 





Summary. The Sudanese economy had another bad year in 1984/5. Drought 
affected much of the country, decimating the rainfed agricultural sector and 
threatening millions of Sudanese with starvation. Only a massive donor 
effort, led by the United States with over $200 million in emergency 
assistance, averted a human catastrophe. Due in part to the drought, the 
Sudanese economy continued its slump. Real GDP declined for the third 
straight year. Exports were down dramatically. Growth in money supply 
reached nearly 50 percent, doubling the rate of inflation. The budget 


deficit widened to nearly LS1.5 billion, or approximately nine percent of 
GDP. 


Sudan's international financial position also reached a nadir in 1984/5. By 
late in the year, Sudan had accumulated over $1.5 billion in overdue 
international obligations. The country's association with the International 
Monetary Fund (IMF) -- strained since the most recent standby agreement 
became inoperative in mid-1984 -- was complicated by Sudan's growing arrears 


to the Fund; it was declared ineligible to use Fund resources on February 3, 
1986. 


Politically, 1984/5 was a year of transition for Sudan. In April 1985 
President Nimeiri was overthrown after nearly 16 years of one-man rule. A 
transitional government, composed of senior military officers and civilian 
ministers, assumed power. Elections took place in April 1986. Efforts by 
the transitional government to end the three-year old civil war in southern 
Sudan proved unsuccessful. 


Prospects are for agricultural recovery but lower foreign assistance 
levels. Leaders recognize that the country is in an economic crisis, but 
the measures that will be taken are not yet clear. There may be some 
renewed emphasis upon the private sector. 


Recent Economic Performance. The Sudanese economy performed poorly in 
1984/5. According to semi-official estimates, gross domestic product (GDP) 
declined by 7 percent. Output in Sudan's critical agricultural sector 


dropped by nearly 20 percent, as drought decimated production in the 
country's rainfed areas. 


Table II. 
Change in GDP 
(percent change over previous period) 


1982/3 1983/4 1984/5 
Real GDP percent change =5 2 -7 
Agriculture -13 3 -20 
Industry 3 a 1 
Construction 7 7 -8 
Transport/communications -10 -3 2 


Production of sorghum, the local staple cereal, declined by nearly 50 
percent, threatening millions of Sudanese with starvation. Gum arabic 
production dropped by a similiar percentage, to 16,000 metric tons. Sesame 
and groundnut (peanut) production also declined. In the irrigated sector, 
cotton production remained relatively constant at approximately one million 
bales. Sugar cane production continued to rise, reaching 4.8 million 
metric tons in 1984/5. 
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The agricultural sector may have rebounded significantly during 1985/6, with 
sorghum production attaining an historical high. Sesame production, too, 
staged a recovery, but then suffered serious insect infestation. Groundnut 


production remained low, as many farmers in the rainfed sector shifted to 
sorghum. 


External Balance. Sudan's current account deficit, excluding official 
transfers, actually declined slightly in 1984/5, from $641 to $556 million. 
However, these figures do not reflect significant accumulation of overdue 
international obligations during the period. 


Table III. 


Balance of Payments 
(millions of U.S. dollars) 


1982/3 1983/4 1984/5 
Exports (f.0.b.) ee 707 544 
of which cotton (175) (333) (244) 
Imports (c.i.f.) -1534 -1369 -1237 
of which petroleum (-333) (-351) (-324) 
Services (net) -301 -374 -293 
of which interest (-191) (-215) (-220) 
Private transfers 415 395 430 
Current Balance -847 -641 -556 
Official transfers 462 309 324 
Direct investment 60 70 0 
Official capital (net) 161 129 107 
IMF credit (net) 122 62 (-5) 
Errors/omissions -178 71 130 
Change in net reserve 
(- indicates increase) 220 0 0 


Despite the superficial improvement in the current account, exports actually 
declined significantly, from $707 to $554 million, partly due to the effects 
of drought upon the rainfed sector. Exports of groundnuts and sesame both 
fell. Faced with a massive food shortage, the government banned the export 
of sorghum altogether. Exports of gum arabic avoided collapse only because 


the Gum Arabic Corporation depleted stocks held over from previous tapping 
seasons. 


Table IV. 


Selected Exports 
(f.0.b., millions of U.S. dollars) 


1982/3 1983/4 1984/5 
Cotton 175 333 244 
Groundnuts 38 45 11 
Sesame 51 65 40 
Sorghum 87 31 0 
Gum arabic 48 64 41 


Livestock 121 116 143 


Cotton exports were also disappointing. Faced with a world glut, Sudan 
failed to adjust. As a result, over one million bales of unsold cotton, 
much of it damaged by white fly infestation, piled up at Port Sudan. 
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Livestock exports actually showed an increase in 1984/5, as drought forced 
owners -- many of them nomadic or semi-nomadic -- to thin their herds. 


Financial Position. Sudan's international financial position continued to 
deteriorate in 1984/5. Official international debt topped $7 billion, with 
unofficial estimates ranging up to $10 billion. Despite over $400 million 
in grant assistance and concessional loans in 1984/5, Sudan was unable to 
meet its debt service and fell into arrears with a number of creditors. 


Sudan's strained relationship with the IMF complicated efforts to resolve 
the country's financial crisis. A standby agreement between the IMF and 
Sudan collapsed shortly after signature in mid-1984. Sudan and representa- 
of the Fund consulted regularly in 1984 and 1985, but failed to agree on an 
economic adjustment program. Meanwhile, Sudan's overdue obligations to the 
IMF continued to grow, exceeding $200 million at the end of 1985. As a 
result, the IMF declared Sudan ineligible to use Fund resources on February 
3, 1986. 


In the absence of an IMF agreement, there was no Paris Club meeting to 
reschedule Sudan's official debt in 1985. (The London Club did meet and 
rescheduled Sudan's commercial debt.) This contributed to a dramatic rise 
in Sudan's debt service. Overdue obligations topped $1.5 billion by the 
end of 1984/5. Sudan's unrescheduled debt service through the end of 1986, 
including full payment of overdue obligations, probably approaches $3 
billion. No rescheduling has been planned for 1986. 


The Budget. The central government's budget deficit nearly doubled in 


» aS expenditures exceeded revenues by over LS1.4 billion. 
Expenditures rose sharply from LS2.3 billion to over LS2.9 billion chiefly. 
as a result of increased defense spending on the insurgency in the South. 
Government receipts were also below anticipated levels, with poor 
collection of indirect taxes and non-tax revenue due in part to former 
President Nimeriri's efforts to "Islamize" the Sudanese tax structure. The 
1985/6 budget, truncated to 9 and 1/2 months, bridges a return to the 
traditional July 1- June 30 fiscal year in 1986/7. It broke new ground in 
its candor, fully delineating the budget's dependence upon foreign 
assistance. Even excluding external debt obligations, however, the 1985/6 
deficit is estimated to exceed LS one billion. Foreign assistance levels 
will be significantly lower, exacerbating the problem. 


Table V. 
Central Government Operations (3) 
(millions of Sudanese pounds) 
Expenditures 1982/3 1983/4 1984/5 
Revenues 1983 2333 2955 


Deficit 1272 1474 1510 
(Note: (3) see (2) above.) -564 -859 -1445 


Money, Credit and Inflation. Both money supply and credit grew by over 40 
percent in 1984/5, approximately double the rate in 1983/4. Most of this 
growth went to finance the burgeoning central government deficit and to 
cover the sustained losses of inefficient parastatal enterprises. Money 
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supply growth remained excessive during early 1985/6, with an estimated 
annual rate of 40 percent during the period October-December 1985. 


Not surprisingly, inflation skyrocketed in 1984/5, The rate of increase in 
the cost of living, after declining to 24 percent in 1983/4, jumped to over 
70 percent by some estimates. In addition to the government's expansionary 
monetary policy, drought-induced scarcity in key commodities also 
contributed to the 1984/5 dramatic rise in inflation. One of the challenges 
facing the new government will be to bring inflation down. 


Economic Policy Development. 1984/85 was a mixed year on the economic 
reform front. Until its overthrow in April 1985, the government of former 
President Nimeiri pursued its campaign of “Islamization" of the Sudanese 
economy, albeit with decreasing enthusiasm. Late 1984, for instance, saw 
the reinstitution of some of the taxes and excise duties abolished earlier 
in the year in favor of the “Zakat," or religious levy. 


In October 1984, the Nimeiri government devalued the commercial bank 
exchange rate from $1.00 equals LS1.80 to $1.00 equals LS2.10 and moved 
additional international trade from the official to commercial bank rates. 
These steps not only diminished the implicit subsidy on many imports but 
provided needed incentives to producers, particularly in the agricultural 
sector. In February 1985, the government devalued the official exchange 
rate, moving it from $1.00 equals LS1.30 to $1.00 equals LS2.50. At the 
same time, all export proceeds were shifted to the central bank. In 
addition, the government closed all licensed exchange dealers and granted 
commercial banks the right to set their own exchange rates. After an 
initial jump to $1.00 equals LS3.30, however, the commercial bank rate did 
not move appreciably. A black market in foreign currency flourished in the 
wake of the closure of the licensed foreign exchange dealers, with most 
remittances by Sudanese abroad flowing through it. The black market rate of 


exchange fluctuated significantly, reaching $1.00 equals LS5.00 on several 
occasions. 


Shortly before its April overthrow, the Nimeiri government had announced 
higher prices for petroleum products and bread. These price hikes raised 
consumer cost to import parity, thus abolishing two crippling subsidies. 
Neither reform lasted long. As a result of a public protest, the bread 
price increase was reversed only days before the change in government of 
April 6, 1985. The transitional government lowered the price of diesel fuel 


shortly after assuming power. Thus, both consumer subsidies were 
reintroduced. 


The transitional government put the drive to "Islamize"” the economy on the 
back burner and moved to reinstitute the personal and corporate income taxes 
abolished by former President Nimeiri. It did not, however, repeal the 
prohibition of interest. Bankers are keenly interested in what the next 
government will do. The Military Economic Corporation, a parastatal which 
had grown ominously during the last years of the Nimeiri government, assumed 
a very low public profile in the wake of its patron's ouster. 


The transitional government plainly saw its mandate in political and not 
economic terms. Its overriding priority was peaceful transition to 
democratic rule, which should be complete by the time this report is 
issued. The transitional government yielded to public sector wage demands, 
thus putting additional pressure on an already imperiled budget and on 





7 


private sector wages in the face of inflation. In addition, in an effort to 
stem rising prices, it announced a range of measures in early February 1986 
designed to control prices more strictly and to confer a greater role in the 
provision of key commodities to the public sector. Many observers consider 
that strict enforcement of unrealistic prices can only lead to scarcity and 
a burgeoning black market. 


In late February, the government banned possession of more than $2,000 in 
foreign exchange, and the commercial bank rate moved for the first time in a 
year, to $1.00 equals LS4.25. These policies were designed to shift foreign 
currency transactions from black market dealers to commercial banks. At 

first, the effort failed to achieve the desired result, chiefly 
because the commercial bank rate remained noncompetitive. Much of the black 
market for Sudanese pounds simply moved offshore, to centers of Sudanese 
expatriate activity like Egypt and the Arabian Peninsula. In March 1986, 
the bankers’ committee formally responsible for setting the commercial bank 


rate declared an appreciation of the rate from $1.00 equals LS4.25 to $1.00 
equals LS4.00. 


The new government will inherit serious economic problems. While there are 
signs that the private sector may be given a larger role, no one expects a 
sharp turn away from extensive public controls and involvement. 
Multinational and bilateral donors, as well as Sudan's creditors, will be 
watching closely as the new government moves to pull Sudan out of its 
current economic malaise. 


Implications for the United States. The cordial relations between the 
United States and Sudan are based upon a general convergence of opinion on a 
range of regional and international issues. Since April 1985, a commitment 
to democratic government has joined the list of shared interests. Levels of 
U.S. assistance to Sudan are high, ranking only behind Egypt in Africa. 
Annual economic aid to Sudan has exceeded $200 million. In an effort to 
assist the people of Sudan in combatting famine, the United States committed 
an additional $200 million to drought relief in 1985. Lower Congressional 


appropriations and the Gramm-Rudman-Hollings Act dictate lower levels in the 
future. 


Commercial relations between the United States and Sudan are inhibited by 
Sudan's lack of development, competitive agricultural sectors and physical 
distance. U.S. direct investment in Sudan, except in petroleum exploration, 
has been minimal. By far the largest U.S. commercial activity in Sudan has 
been oil exploration by Chevron, which has spent over one billion dollars in 
Sudan but was forced to withdraw from its biggest operations by the 
insurgency in the South. Sun Oil has also been increasingly active. 


Investment Climate. The Government of Sudan officially welcomes foreign 
direct investment. The 1980 Encouragement of Investment Act guarantees the 
right to repatriate profits and lists a whole range of concessions, 
including tax holidays, which may be granted to the foreign investor. 


In general, however, Sudan has not been attractive to foreign investors. 
Its lack of infrastructure and dearth of skilled labor makes conducting 
business in Sudan a daunting proposition. Moreover, a statist mentality 
still pervades the government's approach to the economy and,if a recent 
National Economic Conference isany indication, will continue with a new 
government. Despite government guarantees, foreign companies have 
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difficulty repatriating earnings. Since closure of the licensed exchange 
dealers in February 1985, legal foreign exchange has been extremely scarce. 
Imported input pricing at an overvalued exchange rate squeezes profits on 
manufactured goods. A controlled price regime transforms every price 
increase request into a bureaucratic exercise. In addition, foreign 
companies frequently eschew the business practices that permit some local 
firms to survive, even thrive, at the very margin of the law. 


Sudan's investment climate is indeed difficult. However, its appeal to 
foreign investors will rise when and if its vast agricultural potential, 
particularly in the rainfed sector, is finally realized. When it is, those 
who have already “put their foot in the door" will have a distinct advantage. 


Trade Prospects. Sudan represents a shrinking market in the short-term. 
U.S. market share is small (5 percent in 1984/5), reflecting the geographic 
advantage of European suppliers and the strong dollar of recent years. U.S. 
exports to Sudan are dominated by cereals imported under the PL-480 Program. 


Best prospects for capital goods focus on agriculture. Tractors, plows, 
harrows, cultivators, harvestors, pumps, water-well drilling equipment, and 
earthmoving machinery are in demand. Another area of potential is 
agricultural processing equipment. Equipment for sugar refineries and 
cotton gins require replacement. Road and river transport, railway, 
telecommunications and water supply are all sectors requiring rehabilitation. 


The most important factor in doing busines in Sudan is securing finance. 
Given Sudan's lack of foreign exchange, concessional financing is key. A 
number of sources exist: 


USAID. The Commodity Import Program (CIP), valued at $115 million 
in fiscal year 1985, but less for fiscal year 1986, finances the 
import of commodities considered essential to the Sudanese 
economy. Products imported under this program have included 
petroleum products, tallow, mechanical spare parts, electrical 
equipment, pumps, pharmaceuticals and industrial chemicals. The 
mix will not necessarily remain the same. 


World Bank. The World Bank remains one of Sudan's chief donors. 
It assists in financing the very ambitious rehabilitation of the 
Gezira irrigated agricultural scheme, as well as government managed 
sugar estates. Other areas of World Bank interest include rail 
transport and telecommunciations. 


Arab Sources. Arab states, as well as institutions like the Abu 
Dhabi, Kuwait, Saudi and Arab Funds have represented major sources 
of concesssional financing. They have been involved in virtually 
every area of Sudanese economic activity. The Arab Authority for 
Agricultural Investment and Development (AAAID) has also been 
closely associated with Sudan for a number of years. 


Nonconcessional financing is very difficult to obtain. The Export-Import 
Bank has been inactive in Sudan for several years. The Overseas Private 
Investment Corporation (OPIC), still considers insuring U.S. 
investors against nonconvertibility and war loss. The cost of foreign 
commercial credit can be exorbitant due to Sudan's poor credit rating. 
Local financing is hampered by tight credit policies. One U.S. bank, 
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Citibank, operates in Sudan. Enterprising Sudanese, however, 


Manage to 
secure financing through offshore sources. 


While foreign firms are not legally required to secure local agents in 
Sudan, the practice is encouraged. The Economic/Commercial Section of the 
U.S. Embassy in Khartoum maintains extensive files on Sudanese firms and can 
assist in locating one as agents or partners. Information on trade 
opportunities is available from a number of sources, including the Embassy. 
In addition, USAID and the Department of Commerce regularly publish 
information on procurement under the CIP and World Bank projects. 
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GUIDE FOR EXPORTERS 


A Basic Guide to Exporting, : puvication or 


the U.S. Department of Commerce, takes you through the steps involved in 
establishing a successful export business. This book helps you to assess your company’s 
export potential and then helps you get started toward overseas sales. Some 

of the key topics covered are: 


¢ where to get expert counseling on overseas markets, 
¢ developing an export marketing strategy, 


* pros and cons of having an agent handle your exporting, 


¢ packing and shipping your product overseas, 


* negotiating contracts with foreign firms and collecting payment, 


* government regulations and tax incentives that might affect your exporting, 
and, 


¢ both private and government financial assistance. 


e 
The Guide also has helpful information for business executives traveling 
abroad, gives some insight on the art of advertising your product overseas, and 
discusses the pros and cons of licensing foreign firms to manufacture your 
product. In addition, listings of Commerce offices both here and abroad, an 
export glossary, a directory of Small Business Administration field offices, and 
a bibliography of export publications round out A Basic Guide to Exporting. 


Hurry and place your order now. Help your company get started toward 
successful export marketing! 
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